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David Morse

Experience & Education

r\r{ independent consultant employad by Californiz Water
Utilitles.

32 years of experience witn the State of California at the
,cmr@rmd Puplic U'rJJJ'rJeJ Cormrnission and tne Californiz
Energy Cormnrnission, 26 years at trie Manager Lavel,

PUC experience included responsivility for energy
afficiency prograrms.

World Bani and USAID wory advising capinet lzvel staff
On energy releJ 1tjor) e itters in Cninz, egyot, Indiz

Mongoliz, and Sri Lania.

AP economics, UC Berrelay: MA econorrics Cal State,
rlzyward
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Californiz

| Weiter Conservatorn
Policy

s One of tne State’s
r)rm arY resource
naigernerit st
IS water conserval
(trne Departrrent of
Water Resolrcas).

s Water conservation wil
flacrazsae warter
corrpany revenues arid
orofits. (California Puolic
Utilities Cornrmission). °
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Wnat's Wrorng witn Current Water Utility
Faternzidng?
m Currernt PUC rater rrmru practices
It

provices water utilities zin incentive to
increase sales., If sales are apoyve
projected levels, revernues increzse.

n Conversely, If 2 water utility decrezses

sales, revenues and profits will
cJecreaseJ

s One California water utility estirmzates
tnat o 10% decrezse salas will result
356% reduction in earnings.

n Valuez of energy savings not included in
cost evaluations of water conservatior
prograrms.



California Warter Utlite

Water Conservatior
Soend On Energy £
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r Californiz
h~13 21 zZinnuz
vation prograrr
EC]HCJJ to apout
/J of reveriues,
T ne two largest Californiz
Water utilitiaes, Cal Water
ancl Golden State Water
nzive conservation
prograrms equivalent to .5
to . 75% of reveres,
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for energy utilities in 're l)”OD l)/
frormn sales

I_I.1

cdecounling revenues

For Elactric Utllities: Electricl
%vwl |2 r\rJ JLJ:)E Jen't
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Earmplas of Pevernie
Decoupling Mecnzanisrrs

California Energy Utllities,

energy Utllities In otner states: Wasnington,
ziir), New Yorr, Oregor,

Los Andeles Jer)rjrrrr lent of Water and Power —

cdeals only witn uncder collection due to

conservation,

Cz JJerrJE Arnericarn Water Cormpary — deals only
urider/over collection due to inverted plock

ra'ze structure,



Tne CPUC nias recernitly endorsad tne
water reverie decounling concapt,

"Because water utilities
recover tneir costs
trrougr) sales, triere is z
cdisinceritive associatad
witn DS

“Tne Cornrmnission will
consicer de-coupling
water utility sales frorm
2zirning In order to
elirninate tne current
clisiricentive CJJJoerJre al
WIithn conservation.,”



Beneflts of a Peverue Deﬁouplmg
Mecnar J] rr for the Water Industry

(Pevenue Adjustrnent J\/J:‘CFJrJJ'JJJJ'J'J PAM)

Sets regulatory climate for errer Ltilities to orormote
Welter CDszer veltion prograrms

Pearnoves tne incentive to r)romo'te sales;

Aligns c'r |2 ytace 5 water efficiency oolicy witn stzte
raternaing;

Aligns utility Interests with the State’s interast In water
Conserva cJon

15 mr“r:*cr g f]'JrJJ’JFJF\/ rz ces

Parnovas tne rnead for spac

o Il revernue accounts if
arnergency consarvatior

clzl
rates are implementead,
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Peaduces risk, nead to adjust rate of return
T1is was 7l or Z) Cc Jf[]f[]/ sior COrCery) fJf erers J / //’f/’//’f/’@:;

U

Ut]l]"e“ will not reduc Lce co S
[ne decolioling rmecnznism foclises orl revernlas, riot costs,

Alternative Is to estimate lost revernu

u Does not reroye the incertive to increzase sales,

u Hign stakes in estirmzting conservation s:Vvings.

4 Haie Cc] se reveniie forecasting siill controvearsial.,

Utilities snould first irmplernent inverted rates

u Utjlities need decoupling due to uncertaintas with rate recoyvery.
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rlow Does z1 Pevenue Dacolpling
Meacnanisrn Worlk?

Variztions betweer)
recorded reveres
LY 'S




A B C D E F G I
Authorized Expected Authorized Actual = Measured Reported Balance WRAM
Rate Sales  Revenue Sales Revenue  Revenue  Account Adjustment

$/CCF CCF $ CCF $ 9 9 $/CCF

Year 1 0.83 100 83 95 78.85 83 4.15 0.000
Year 2 0.83 100 83 103 85.49 83 -2.49 0.042
Year 3 0.83 100 83 102 84.66 83 -1.66 -0.025
Year 4 0.85 105 89.25 105 89.25 89.25 0 -0.016
Year 5 0.85 105 89.25 NA NA 89.25 NA 0.000
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Otrier ravernue adjustrnernts sucr as suopply
Dalzincing accounts,

r\rJrJJrJor rJJ rl Jlurrwn rJ meeded to assure custorner

2 J
] oJlJrJom IS to cr rmﬁ currert HUC Policy that does not
recogrize cnangeas in quantities of purcnasad water,
puUrcnased power and purno taxes,

U

s Adjustrnents usuzlly tracied on montrly pzsis

Pasad on Sales or Peavearnyes,
Iriterest adjustrrients,



Pacent Cal Warter anc
Sertr)e
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Approves z partial revernu

decoupling rmecnanisrr:

a Neutrality of expense recovery not
corripletely resolved.,

a Cornpzny still nas partial incentive
to encourage growir.

Cal Water will fil2 for increasing

cuzintity rates in collaooration

wWitr DA,

Parties do not agree on effect,

If ziny, on tne cost of caoital,

Irmplernentation contingent or

Cornmissiorn approval.
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Cal Arn, pending application
for P ’\M and increzsing
cluzintity rates.

Goldern State Water arnd Gregt
Oavs Water
a0 Thnese ytlities are also

L
Jmteref'ted » expanding thelr
water consarvation prograrms.

Golden State Water Is working

Or 2 rJr)r)JJCs tjon to tne PUC

for 2 PAM In cor JIJFJCEJOFJ YWItr)

2 proposal for Increasing

cuartity rates,
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Longer Pun Prognosis for Californiz
Water Utl ity Conservatior PQJ]C\/

ra

ezirned frorn Energy Efficiency

m  Prase one:

|

m Pra

f‘orr i) ]33]0r iclopt 58 revenus o decoupling mechanism In the
Cal Water F che case, otner water utilities will followy,
Forr )11} JSSJOr Jor)b ncreasing quantity rates for water

Utilities witn ” AMs,
CPUC, Water Division Fevises Fate Desigr)
Practice, :‘J’]fIODJJ’JJ PAM, lower service charges, and
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increzsing t JJOF retes,
Water utilities Increase conservation buddets, programs and
staiff,

Water conservation savings estimates include valua of
welter and energy savings,

Improverments in conservation prograrm design, prograrm
implernentation and rmeasurernant

Lezast cost water planning ]nclud]ng dermnand managerment
and supply resources,

se Two
Financial incentives: rewards for meeting goals, sharing
savings witn custorriers,



Additional Inforrmation o (‘f ;?’
Energy Decoupling: Pevenue Decoupling. \\‘/\ <
California PUC D 93892:, D, 93887,D., 0405055, D 0407022, | N\\\ /
David Moslovitz "Profits & Progress Trirougn Lezst-Cost Planning, Electricit /

FPaculatory L F'Cd Olect, wWww.raoonline.c f-\/\
- J J JJ’/M\ sis lg Froj WYL T T)JJ'J” org. o ((&)4\
Sheryl L. Carter, "Breail 9 ne Consurnption Flapit, Paternaring for Efficient Pesolifce 2= _7—
Decls orq,” Fre Electricity Journzl, Decernper 2001,

Marnzy and Cornnes, “Rater ardng for Conserva Jor tne California EPAM Experierice,
Lawrence Berreley Laporatory, | \/J \/ 1990, LB L-28019,

Wayne Snirley, "Barrier to Energy Efficiency,” the P eg,JJa'cor\/ Assistance Project, July 2005,
Wy, raiporiline.org,

Water Decoupling:

David Morse, "Water Conservation Paterr a" ng Frer trnent..”, June 2005, "Peputtz]
Testirmony of David Morse,” January 2008; Cal Water gern eraJ rate case aggl cztions 09-
03-006 througn 05-08-013 (Hén ing PUC proceddmc, decision likely by June 2006).

California PUC Water Action Plan, Decermper 15, 2005;zvailanle at wwyy.couc.cz.goy

Cal Arn Water, general r ‘ate Czlse appJ]ca't]on for Los Angles, 2006, A-06-01-005, availaple @t
Wy, callarnweter. co

LADWP, "Water F ,5,”Jl ne 1, 1995, Ordinance Nos,

wvv\/vJ J/\/r) cor.

at Ozis Water Cornpany, r\rJ\/ jce letter Mo, 173-W-1, Octoper 31, 2005,

forniz HJF D. 94 09033, wrich adopted 2 partizl decoupling mecnanisr for Cal

Arnerice

“Actions to _f nprove tne Efficiency of Water Use in Ca

Legislature, Decernper 2005, availaple at wyywy.cl
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